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TO OUR SHAREHOLDERS 


This is our first Annual Report as a Canadian 
owned public company and we are confident that you 
willbe pleased with the results achieved during 1972. 

Our commission and fee income increased by 
17.2% from $1,334,114 in 1971 to $1,563,724. 
Net earnings before extraordinary items were 
$385,294 or 90.5¢ per share based on a monthly 
weighted average taking into account the 
recapitalization and recent public issue. The 
public financing expenses, after allowable tax 
credits, amounting to $42,781 were written off as 
management felt no tangible benefit would be 
derived by maintaining this item on the balance 
sheet. Comparisons with 1971 earnings are not 
valid due to the recapitalization, the increase in 
capital stock and the revenue resulting from the 
net proceeds of the recent public issue. 

Markel Insurance Company of Canada 
commenced underwriting operations January 
1, 1973, and the transfer of premium income from 
the previous carriers will be completed in 1974. 
Thecompanyrecently completed arrangements for an 
extended cargo insurance market. New avenues are 
being pursued to further round out the insurance 
package we can present to the public and private 
sector of the transporation industry. Similarly, we 
are working toward diversification in other 
commercial insurance areas through direct and 
reinsurance underwriting so that we will develop 
a balanced underwriting portfolio. 


Recent government legislation required the 
incorporation of our affiliate M S Insurance Agency 
Limited. This Corporation will maintain our 
previously held provincial insurance agency 
licenses and afford our organization the flexibility 
of marketing accounts with other insurance 
companies when our company's limits are 
exceeded. 

Your company incorporated a wholly-owned 
subsidiary, Markel Service Canada Limited, as an 
insurance management company. Effective January 
1, 1973, the working assets of your company were 
assumed by Markel Service Canada Limited, which 
will act as managers of the General Insurance 
Division of the Markel Financial Group. 
Management chose the name, Markel Service 
Canada Limited, which is similar to that of your 
predecessor company in order to protect a name 
which has established an excellent reputation in 
the industry and community over the past 
twenty-two years. 

The recently announced intention of the British 
Columbia Government to underwrite automobile 
insurance March 1, 1974 will have no effect on 
our 1973 results. The impact of this government 
takeover should be minimal thereafter as the 
processing of premiums earned in British Columbia 
will continue until May of 1974 and the large 
percentage of our premium volume is located in 
other provinces. Our sales efforts are being 
concentrated in other provinces during 1973 in 
anticipation of this action. 

It is our purpose to create a diversified 
financial entity through internal growth and 
acquisitions, with efficiency, strength and 
imagination. 

We approach the future with confidence and 
optimism and feel that 1972’s growth rate will 
continue as we embark on a period of expansion 
and new development. 

To all our employees and independent 
insurance agents, without whose efforts our 
objectives could not have been achieved, ‘‘thankyou.” 


We  Washh 


Milton L. Markel, 
President 


Graham E. Goodchild, 
Executive Vice-President. 
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co DATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1972 
(with comparative figures for 1971) 


COMMISSION AND FEE INCOME (net) 


OPERATING EXPENSES 
DEPRECIATION 


INVESTMENT INCOME 

NET EARNINGS BEFORE INCOME TAXES AND EXTRAORDINARY ITEMS 
PROVISION FOR INCOME TAXES 

NET EARNINGS BEFORE EXTRAORDINARY ITEMS (NOTE 7) 


EXTRAORDINARY ITEMS 
Public financing expenses(net of income taxes of $35,816) 


NET EARNINGS FOR THE YEAR (NOTE 7) 


RETAINED EARNINGS, BEGINNING OF YEAR 
As previously reported 
Net adjustment to prior years’ earnings (Note 1) 


Dividend paid 


RETAINED EARNINGS, END OF YEAR (NOTE 8) 


at) 


1972 


$1,563,724 


953,645 
ee AOS 
974,306 


589,418 
2 138,576 


727,994 
342,700 

JO aS 
q 385,294 
42,781 


342,513 


510/033 
(235223) 
__486,810 


829/323 
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1971 
(Note 1) 


| $1 S34) 14 


824,082 
26,194 
850,276 
483,838 
62,726 


546,564 
267,500 


C 279,064 


jeily | 


—$—_$______ 


279,064 


1,202,082 
5,664 
1,207,746 


1,486,810 
1,000,000 


$ 486,810 


MARKEL FINANCIAL HOLDINGS LIMITED 
(formerly Markel Service of Canada, Limited) 
and its Subsidiaries 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF WORKING CAPITAL 


FOR THE YEAR ENDED DECEMBER 31, 1972 
(with comparative figures for 1971) 


SOURCE 
Operations 
Net earnings for the year 
Expenses not requiring a cash outlay 
Depreciation 
Loss on disposal of fixed assets 


Proceeds from disposal of fixed assets 
Issuance of capital stock 
(including $2,250 by minority shareholders) 


USE 
Purchase of fixed assets 
Advances to trustee under employee stock purchase plan 
Payment of dividend 
Investment in other company 


INCREASE (DECREASE) IN WORKING CAPITAL 


(hey 


$ 342,513 


20,661 
o7252 
371,426 
22,224 


4,162,700 


4,556,350 


66,586 
231,000 


250 
297,836 


$4,258,514 


1971 

(Note 1) 

$ 279,064 
26,194 


4,183 


309,441 
27,070 


337:35)0 


60,412 


1,000,000 


___1,060,412 
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MARKEL FINANCIAL HOLDINGS LIMITED 


(formerly Markel Service of Canada, Limited) 
and its Subsidiaries 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1972 


(with comparative figures for 1971) 


Current 


Other 


Fixed 


Current 


Other 


APPROVED ON BEHALF OF THE BOARD 


ASSETS 


Cash and term deposits 
Accounts receivable 
Marketable securities, at cost (Note 2) 


(quoted market value—1972 $2,954,074; 1971 $13,300) 


Accrued interest 
Income taxes recoverable 
Prepaid expenses and other items 


Advances to trustee under employee stock purchase plan (Note 5) 


1972 1971 

(Note 1) 

$1,496,188 WO, NS) 

1,913,088 173575251 

2,899,980 29,070 
33,003 
77,259 

34,777 8,409 


__ 6,454,345 2,557,479 


Equipment and automobiles, at cost less accumulated depreciation 


(1972 587,85871971 $95,811) 


LIABILITIES 


Accounts payable and accrued charges 
Premium deposits 
Income taxes payable 


Minority interest in subsidiary company 


SHAREHOLDERS’ EQUITY 
Capital stock (Notes 6, 8 and 9) 


Retained earnings (Note 8) 


HW Hoth L_ DIRECTOR 


231,000 
Bee 37/00 ee Ou 
36,769 4113 $2,625,798 
$ 840,215 SUP AIP ASH OI) 
898,041 842,125 
36,584 1167326 
1,774,840 2,136,488 

27290 
4,162,700 2,500 
829,323 486,810 
4,992,023 489,310 
$6,769,113 $2,625,798 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


of Markel Financial Holdings Limited 


We have examined the consolidated balance sheet 
of Markel Financial Holdings Limited (formerly 
Markel Service of Canada, Limited) and its subsi- 
diaries as at December 31, 1972 and the consoli- 
dated statements of earnings and retained earn- 
ings and source and use of working capital for the 
year then ended. Our examination included a gen- 
eral review of the accounting procedures and 
such tests of the accounting records and other 
supporting evidence as we considered necessary 
in the circumstances. 

In our opinion, these consolidated financial 
statements present fairly the financial position of 


the companies as at December 31, 1972 and the 
results of their operations and the source and use 
of their working capital for the year then ended, in 
accordance with generally accepted accounting 
principles applied on a basis consistent with that 
of the preceding year, except for the change, with 
which we concur, concerning the accounting for 
net commission income on premium deposits and 
unbilled premiums as outlined in Note 1 to the 
consolidated financial statements. 


MACGILLIVRAY AND CO. 
Chartered Accountants. 


Toronto, Canada 
February 22, 1973. 


MARKEL FINANCIAL HOLDINGS LIMITED 
(formerly Markel Service of Canada, Limited) 
and its Subsidiaries 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


for the year ended December 31, 1972 


1. ACCOUNTING PRACTICES 


a) As of January 1, 1972 the company commenced to record 
net commission income on estimated unbilled premiums and 
ceased to record net commission income on premium deposits. 
Since this was a change in accounting principles as compared 
with prior years, retained earnings as of January 1, 1972 have 
been restated to eliminate the after income tax effect of the 
prior practices. The comparative figures for 1971 have also 
been adjusted. 


b) The financial statements of the following subsidiaries 
are consolidated herein: 
Markel Insurance Company of Canada 
(from date of incorporation on June 12, 1972) 


Markel Service Canada Limited 
(from date of incorporation on October 17, 1972) 


2. MARKETABLE SECURITIES 


Marketable securities include bonds with a par value of 
$1,000,000 which were lodged with the Receiver General for 
Canada under the provisions of the Canadian and British In- 
surance Companies Act. 


3. CHANGE OF NAME 


The company’s name was changed from Market Service of Can- 
ada, Limited to Markel Financial Holdings Limited by supple- 
mentary letters patent dated June 12, 1972. 


4. UNDERWRITING COMPLETED 


Under date of July 24, 1972 the company entered into an under- 
writing agreement to cover the issue of 380,000 shares without 
nominal or par value. The net proceeds of $3,881,700 were in- 
alee in Markel Insurance Company of Canada on August 10, 
S72. 


5. EMPLOYEE STOCK PURCHASE PLAN 


During the year the Company established an employee stock 
purchase plan for key employees. Under the terms of the plan, 
21,000 shares were allotted to a trustee for total proceeds of 
$231,000. These shares were acquired by the trustee from 
funds advanced by the company on behalf of the employees. Re- 
payment of this loan will occur as payments are made to the 
trustee under terms of the agreement. 


7. NET EARNINGS PER SHARE 

Based upon the monthly average number of shares outstanding, 
and giving effect to the changes in share structure set forth in 
Note 6, the net earnings per share for 1972, before and after the 
extraordinary items, were 90.5€ and 80.5¢ respectively. For 
1971, after allowing for the subdivision of the 100 shares pre- 
viously outstanding, net earnings per share were $1.01. 


8. DIVIDEND 

On October 25, 1972 the company declared a dividend of 5¢ per 
common share payable on January 2, 1973 to all shareholders 
of record on December 13, 1972. 


9. ESCROW AGREEMENT 

Included in the 676,000 issued and fully paid common shares 
are 200,000 shares which are subject to an escrow agreement 
made as of July 19, 1972. These shares require the consent of 
certain Provincial Securities Commissions before they may be 
released from escrow. 


10. LONG TERM LEASES 

The companies are obligated under lease agreements, the last 
of which expires April 30, 1978, to make total rent payments 
for office space approximating $147,000. 


11. INFORMATION CONCERNING OFFICERS 
AND DIRECTORS 


The aggregate remuneration of the directors and officers of 
the company as defined in section 122.2 of the Canada Cor- 
porations Act was as follows: 

To eight directors including one director who 


retired during the year, as directors $ 600 
To fourteen officers including two former 

officers, as officers (five of whom are also 

directors) $139,077 


6. CAPITAL STOCK 


Common $25 par value 


Authorized 


December 31, 1971 


June 12, 1972 by supplementary letters patent the par value com- 
mon shares were sub-divided and changed into 1,000,000 common 
shares without nominal or par value 

December 31, 1972 


Issued and fully paid 
December 31, 1971 


June 12, 1972 sub-divided into shares without nominal or par 
value 
August 10, 1972 issued for cash 

December 31, 1972 


Common, without 
nominal or par value 


Shares S Shares s 
2,000 
2,000 1,000,000 
NIL 1,000,000 

100 2,500 

100) (2,500) 275,000 2,500 

401,000 4,160,200 

NIL NIL 676,000 4,162,700 
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